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BANKRUPTCY REFORM/Mortgage Lending and Bankruptcy

SUBJECT: Bankruptcy Reform Act of 1999. .. S. 625. Gramm motion to table the Feingold (for Durbin ) amendment
No. 2521.

ACTION: MOTION TO TABLE AGREED TO, 51-46

SYNOPSIS:  As reported, S. 625, will enact reforms to prevent creditors who have the means of paying their debts fr
unjustly filing for bankruptcy, will enact reforms to protect consumers from unfair credit practices, and will enal
business bankruptcy reforms. It is similar to the bipartisan bill debated last session (see 105th Congress, 2nd sessi@b3).ote N
The Feingold (for Durbin) amendmentwould allow a debtor to allege in bankrupcty court that a mortgage lender should hav
known that the debtor would be unable to repay the mortgage loan, and if the bankrupcty court agreed then the mortgédje debt
be erased.
Debate was limited by unanimous consent. After debate, Senator Gramm moved to table the amendment. Generally,
favoring the motion to table opposed the amendment; those opposing the motion to table favored the amendment.

Those favoringthe motion to table contended:

Con artists have been literally stealing homes from elderly Americans by tricking them into taking out grossly unfair mortga
on the equity in their homes that they cannot possibly repay. Our colleagues have called these thefts "predatory lemding." It
lending at all, it is theft, and it is already illegal. The Truth in Lending Act does not allow lenders to lie or hidedtu# thein
loans or to trick people to put up their homes as collateral for loans that they have no possible way of repaying. When pe
including elderly Americans, are victimized by these illegal acts they have many remedies under current banking law, inclu
damages and class action suits, by which they can seek redress. Our colleagues have failed to mention that those remedie
Instead, they have acted as though no remedies exist and have argued that the solution to this banking issue is ttydadve it re
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in bankruptcy court. If this amendment were to pass, we guarantee that virtually everyone who had a home and ended up in
bankruptcy court would instantly claim that the fact that they were bankrupt proved that they were not good credit tiigks, that
mortgage lenders should have known better than to have let them borrow money, and that therefore they should not hgve to pay an
more of their mortgage debt. This amendment is a huge invitation for abuse. We are certainly more than willing to lotd at ways
strengthen the enforcement of the Truth in Lending Act, especially to protect elderly Americans from con artists, but we
emphatically oppose trying to enforce it through bankruptcy courts. We therefore urge our colleagues to table this amendment.

Those opposinghe motion to table contended:

Equity predators are the bottom feeders of the credit industry. They trick elderly Americans, most of whom are on fixed incomes
and many of whom are frail or sick, into signing over the only thing they own on Earth—their homes. An equity predatér will see
out a widow living alone in her home. He will start by trying to get her to buy some siding, oreafiear a new furnace. He may
be threatening; his victim may not hear well or see well enough to read the fine print; his victim may have the beginning of
Alzheimers' disease and may be confused. Before she knows it, she will have been talked into getting a loan by takitgggat a mor
on the equity in her home. The terms of that mortgage will be deliberately unfair. The equity predator may have lied@bout thos
terms; for instance, it is common for a victim to be told that the lender will keep part of the loan to pay the conttaetooitr
for which the victim took out the loan. That promise is not put in writing, the promise is not honored, and the victimradogs not
enough money to repay the loan. Another common practice is for a loan to have a balloon payment that comes due in one large
installment that the borrower cannot possibly repay. Senator Grassley held a hearing on equity predators which he beagan by quot
one woman who was victimized by one of these lenders: "They did what a man with a gun in a dark alley could not do. They stole
my house." The Durbin amendment would stop these predatory lenders in their tracks by giving people protection in bankrupcty
court. Bankrupcty judges would be able to throw out these mortgages when they found that the lenders had deliberataly given loa
with terms that they knew could not be met as a means of stealing people's homes. This amendment deserves our support.



